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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Accounting officer's Responsibilities and Approval 


The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate Accounting records and is 
responsible for the content and integrity of the annual financial statements and related financial Information included in this report. It is the responsibility 
of the Accounting Officer to ensure that Statements fairly present the state of affairs of the Municipality as at the end of the financial year and the results 

of its Operations and cash flows for the period then ended. The external auditors are engaged to express an independent opinion On the annual financial 
statements and was given unrestricted access to all financial records and related data. 


The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice (GRAP) including any 
interpretations, guidelines and directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable and prudent 
judgements and estimates. 

The Accounting Officer acknowledges that he is ultimately responsible for the system of internal financial control established by the Municipality and 
place considerable importance on maintaining a strong control environment. To enable the Municipality to meet these responsibilities, the Accounting 
Officer sets standards for internal control aimed at reducing the risk of error or deficit in a cost effective manner. The standards include the proper 
delegation of responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an 
acceptable level of risk. These controls are monitored throughout the Municipality and all employees are required to maintain the highest ethical 
standards in ensuring that the Municipality’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of 
risk management in the Municipality is on identifying, assessing, managing and monitoring all known forms of risks across the Municipality. While 
operating risk cannot be fully eliminated, the Municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and 
ethical behaviour are applied and managed within predetermined procedures and constraints. 


The Accounting Officer is of the opinion, based on the information and explanations given by management that the system of internal control provides 
reasonable assurance that the financial records may be relied on for the preparation of the annual financial statements. Flowever, any system of internal 
financial control can provide only reasonable, and not absolute, assurance against material misstatement or deficit. 


The Accounting Officer has reviewed the Municipality’s cash flow forecast for the year to 30 June 2018 and, in the light of this review and the current 
financial position, he is satisfied that the Municipality has or has access to adequate resources to continue in operational existence for the foreseeable 
future. 


The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial statements. 


I certify that the salaries, allowances and benefits of Councillors and payments made to Councillors for loss of office, if any, as disclosed in note 28 of 
these annual financial statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration 
of Public Officer Bearers Act and the Minister of Provincial and Local Government’s determination in accordance with this Act. 


The annual financial statements set out on page 6 to 72 which have been prepared on the going concern basis, were approved by the Accounting 
Officer on 31 August 2018 and were signed on its behalf by: 


Accounting Officer: Date: 

Mr L Gabaganenwe 


Wednesday, November 28, 2018 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Audit Committee Report 


We are pleased to present our report for the financial year ended 30 June 2018. 

Audit committee members and attendance 

The audit committee consists of the independent members listed hereunder and should meet at least for four (4) times perannum as per approved 
terms of reference. During the current year six (8) meetings were held. 

Name of Member Number of meetings attended 

Mr Joseph Nakedi Mpjane (Chairperson) 8/8 

Adv. Tebogo Martin Malatjie 8/8 

Mr Charles Choene Semenya 8/8 

Mr Simelane Siyakhula 6/8 

Audit Committee Responsibility 

The audit committee reports that it has complied with its responsibilities arising from section 166(a) of the MFMA. 

The committee also reports that it has adopted appropriate formal terms of reference as its Audit Committee Charter, has regulated its affairs in 
compliance with this charter and has discharged all its responsibilities as contained therein. 

The Effectiveness of Internal Controls 

Our review of the findings of the Internal Audit work, which was based on the risk assessment conducted in the municipality revealed certain 
weakness, which were then raised with the municipality. 

There has been improvement in the system of internal controls of the municipality during the year and the risk management process are applied to 
manage the risk the entity is facing. The audit committee notes management’s commitment to correct the deficiencies. 


Evaluation of Annual Financial Statements 

The audit committee has reviewed and discussed the unaudited annual financial statements, to be submitted to the Auditor-General South Africa, with 
the accounting officer and senior management of the municipality, reviewed the municipalities compliance with legal and regulatory provision. The 
audit committee has reviewed, discussed the draft unaudited performance report prepared by the municipality before submission to the Auditor- 
General of South Africa and reviewed the reasons provided by management for material deviation from planned targets. 


Internal Audit 

Audit committee is satisfied that the internal audit function is operating effectively and that it has addressed the risks pertinent to the municipality and 
its audit. 

Auditor-General of South Africa 

The audit committee has met with the Auditor General of South Africa to ensure that there are no unresolved issues. 

Mr J.N Mpjane CA (SA) RA (Chairperson: Audit Committee) Date:_ 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Accounting Officer's Report 


The Accounting Officer submits the report for the year ended June 30, 2018. 

1. Review of activities 
Main business and operations 

The Municipality is engaged in municipal activities such as rates, refuse and other services and operates principally in Burgersfort, South Africa. 

Net surplus/ (deficit) of the Municipality was R 273,311,993. 13,520,284. 

2. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis presumes that 
funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, contingent obligations and 
commitments will occur in the ordinary course of business. Refer to Note 49. 

3. Subsequent events 

The Accounting Officer is not aware of any subsequent event after reporting date which may negatively impact on the annual financial statements. 

4. Accounting policies 

The annual financial statements were prepared in accordance with the prescribed Standards of Generally Recognised Accounting Practices (GRAP) 
issued by the Accounting Standards Board as the prescribed framework by National Treasury. 

5. Accounting Officer 

The Accounting Officer of the Municipality during the year and to the date of this report is as follows: 

Name Nationality Changes 

Busane NP RSA Appointed on 1 March 2018. 


Ms NP Busane was acting Municipal Manager from 1 July 2017 to 30 September 2017 and from 1 October to 31 December 2017. Mr TG Ratau was 
the acting Municipal Manager from 1 January 2018 to 28 February 2018. Ms NP Busane was appointed as the Municipal Manager from 1 March 2018. 



Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Accounting Officer's Report 


6. Corporate governance 
General 

The Accounting Officer is committed to business integrity, transparency and professionalism in all its activities. As part of this commitment, the 
Accounting Officer supports the highest standards of corporate governance and the ongoing development of best practice. 


Councillors 

The councillors: 

•retains full control over the municipality, its plans and strategy; 

•acknowledges its responsibilities as to strategy, compliance with internal policies, external laws and regulations, effective risk management 
and performance measurement, transparency and effective communication both internally and externally by the municipality; 

•is of a unitary structure comprising; 

- Mayor 

- Speaker 

- Councillors. 


Mayor and Municipal Manager 

The roles of the Mayor and Municipal Manager are separate, with responsibilities divided between them, so that no individual has unfettered powers of 
discretion. The Council and Mayor perform their oversight role and duties in terms of the prescribed legislation and delegated authorities. 

Audit Committee meetings 

The Audit Committee has met at least 4 times during the financial year to review matters necessary and to fulfil its role. 

Audit committee 

During the period the audit committee was composed as follows: 

1. Mr Joseph Nakedi Mpjane (Chairperson of the Audit and Performance Committee) 

2. Mr Siyakhula Simelane (Member of the Audit and Performance committee and also Chairperson of the Risk Committee) 

3. Adv. Tebogo Martin Malatji (Member of the Audit and Performance Committee) 

4. Mr Choene Charles Semenya (Member of the Audit and Performance Committee) 

Internal audit 

The municipality had its own internal audit function for the financial year under review. The internal audit operates under section 165 of the Municipal 
Finance Management Act (Act 56 of 2003) (MFMA). 

7. Bankers 

The municipality banks primarily with Standard Bank. 

8. Auditors 

Auditor General South Africa will continue in office for the next financial period. 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Statement of Financial Position 


Figures in Rand Note(s) 2018 2017 

Restated* 


Assets 


Current Assets 


Inventories 

9 

1,347,298 

1,294,230 

Receivables from exchange transactions 

10 

1,350,214 

1,337,030 

Receivables from non-exchange transactions 

11 

493,478 

1,737,606 

VAT receivable 

12 

39,823,212 

46,995,006 

Consumer debtors from exchange transactions 

13 

9,345,682 

9,870,358 

Consumer debtors from non-exchange transactions 

13 

55,281,176 

49,112,856 

Cash and cash equivalents 

14 

3,609,379 

204,146,844 



111,250,439 

314,493,930 

Non-Current Assets 




Investment property 

3 

49,488,215 162,495,000 

Property, plant and equipment 

4 

2,330,588,363 2,373,790,930 

Intangible assets 

5 

72, 54647,954 


Pleritage assets 

6 

1,068, 3001,068,300 



2,381,217,424 

2,537,402,184 

Non-Current Assets 


2,381,217,424 2,537,402,184 

Current Assets 


111,250,439 314,493,930 

Total Assets 


2,492,467,863 

2,851,896,114 

Liabilities 




Current Liabilities 




Other financial liabilities 

15 

1,079,902 

991,325 

Finance lease obligation 

16 

18,397 

212,728 

Operating lease liability 

7&38 

5,080,580 

3,739,161 

Payables from exchange transactions 

19 

144,855,842 

68,394,016 

Unspent conditional grants and receipts 

17 

80,046,035 

92,760,514 

Provisions 

18 

14,023,723 

11,190,742 



245,104,479 

177,288,486 

Non-Current Liabilities 




Other financial liabilities 

15 

11,777,501 

12,816,906 

Operating lease liability 

7&38 

9,101,307 

13,841,694 

Employee benefit obligation 

8 

27,244,120 

24,637,311 

Provisions 

18 

18,247,059 

10,420,008 



66,369,987 

61,715,919 

Non-Current Liabilities 


66,369,987 

61,715,919 

Current Liabilities 


245,104,479 

177,288,486 

Total Liabilities 


311,474,466 

239,004,405 

Assets 


2,492,467,863 2,851,896,114 

Liabilities 


(311,474,466) (239,004,405) 

Net Assets 


2,180,993,397 

2,612,891,709 

Accumulated surplus 


2,180,993,397 2,612,891,709 


* See Note 39 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Statement of Financial Performance 




Figures in Rand 

Note(s) 

2018 

2017 

Restated* 


Revenue 




Revenue from exchange transactions 




Service charges 

22 

17,852,067 

14,208,601 

Rental of facilities and equipment 

33 

347,964 

270,704 

Interest received (trading) 


134,844 

_ 

Licences and permits 


10,456,806 

7,160,403 

Fees earned 


452,592 

282,230 

Rental income 


26,476 

_ 

Other income 


3,531,349 

2,549,175 

Interest received - investment 

25 

11,936,274 

9,039,014 


29 



Total revenue from exchange transactions 


44,738,372 

33,510,127 

Revenue from non-exchange transactions 




Taxation revenue 




Property rates 

21 

129,495,292 

94,194,061 

Property rates - penalties imposed 

21 

19,445,730 

13,053,962 

Transfer revenue 




Government grants & subsidies 

23 

429,294,679 

377,036,609 

Traffic fines 

24 

2,487,728 

3,213,550 

Total revenue from non-exchange transactions 


580,723,429 

487,498,182 



44,738,372 

33,510,127 



580,723,429 

487,498,182 

Total revenue 

20 

625,461,801 

521,008,309 

Expenditure 




Employee related costs 

27 

165,595,162 

124,147,168 

Remuneration of councillors 

28 

31,842,800 

23,357,958 

Depreciation and amortisation 

30 

113,993,285 

95,788,370 

Impairment loss/ Reversal of impairments 

49 

. 

3,089,294 

Finance costs 

31 

1,212,774 

2,667,330 

Lease rentals on operating lease 


17,009,045 

13,103,134 

Debt Impairment / (Reversal of Impairment) 


63,882,655 

113,244,634 

Collection costs 


742,235 

2,550 

Repairs and maintenance 

47 

96,847,088 

50,099,473 

Bulk purchases 


_ 

153,957 

Contracted services 


50,758,060 

50,995,496 

Transfers and Subsidies 

50 

8,086,807 

5,465,250 

Other financial assets written off 

34 

243,169,120 

_ 

General Expenses 

35 

105,428,907 

76,198,507 


46 




26 



Total expenditure 


898,567,938 

558,313,121 

Total revenue 


625,461,801 521,008,309 

Total expenditure 


(898,567,938) (558,313,121) 



(273,106,137) 

(37,304,812) 

Fair value adjustments 

48 

- 

23,129,000 

Loss on non-current assets held for sale or disposal groups 


(205,856) 

- 



(205,856) 

23,129,000 


See Note 39 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Statement of Financial Performance 


Figures in Rand Note(s) 2018 2017 

Restated* 


Deficit for the year 


(273,311,993) 


23,129,000 

(14,175,812) 

(14,175,812) 


* See Note 39 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 


Statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

Surplus 

Total net 
Assets 

Balance at July 1, 2016 

2,472,033,664 

2,472,033,664 

Changes in net assets 



Deficit for the year 

(14,175,812) 

(14,175,812) 

Total changes 

(14,175,812) 

(14,175,812) 

Restated* Balance at July 1, 2017 

2,454,305,390 

2,454,305,390 

Changes in net assets 



Surplus for the year 

(273,311,993) (273,311,993) 

Total changes 

(273,311,993) (273,311,993) 

Balance at June 30, 2018 

2,180,993,397 

2,180,993,397 


Note(s) 


* See Note 39 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Cash Flow Statement 

Figures in Rand Note(s) 2018 2017 

Restated* 


Cash flows from operating activities 


Receipts 

Sale of goods and services 
Government Grant and subsidies 
Interest income 
Other receipts 


184,069,528 50,002,184 

429,294,679 445,629,111 

12,071,118 9,039,014 

15,031,261 


625,435,325 519,701,570 


Payments 

Employee costs 
Suppliers 
Finance costs 


Total receipts 
Total payments 

Net cash flows from operating activities 
Cash flows from investing activities 
Purchase of property, plant and equipment 
Cash flows from financing activities 


(197,437,962) (141,387,724) 
(419,249,611) (251,986,120) 
(1,212,773)(1,536,730) 


(617,900,346) (394,910,574) 

625,435,325 519,701,570 
(617,900,346) (394,910,574) 

36 7,534,980 124,790,996 


4 (206,549,611) (110,753,005) 


Repayment of other financial liabilities 

Finance lease payments (1,522,834) (911,215) 


Net cash flows from financing activities 

Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 



(1,522,834) 

(911,215) 


(200,537,465) 

13,126,776 


204,146,844 

191,020,068 

14 

3,609,379 

204,146,844 


* See Note 39 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Statement of Comparison of Budget and Actual Amounts 


Revenue 

Approved 

Adjustments Final budget 

Actual 

Difference 
Between Final 

Reference 


Budget 


Amounts 

Budget & 

Actual 



Revenue from exchange 
transactions 


Service charges 

Rental of facilities and equipment 
Interest received (trading) 

Licences and permits 

Fees earned 

Rental income 

Other income 

Interest received - investment 
Agency fees 

11,479,032 

575,125 

13,845,800 

3,342,080 

11,518,792 

4,274,334 

354,924 

(355,334) 

11,479,032 

575,125 

13,845,800 

3,697,004 

11,518,792 

3,919,000 

17,852,067 

347,964 

134,844 

10,456,806 

452,592 

26,476 

3,531,349 

11,936,274 

6,373,035 

(227,161) 

134,844 

(3,388,994) 

452,592 

26,476 

(165,655) 

417,482 

(3,919,000) 

N1 

N2 

N3 

N4 

N5 

N6 







N7 

Total revenue from exchange 
transactions 

45,035,163 

(410) 

45,034,753 

44,738,372 

(296,381) 


Revenue from non-exchange 
Transactions 







Taxation revenue 

Property rates 

Property rates - penalties 

Imposed 

123,956,296 

12,047,703 

- 

123,956,296 

12,047,703 

129,495,292 

19,445,730 

5,538,996 

7,398,027 

N8 

N9 

Transfer revenue 

Government grants & subsidies 
Fines, Penalties and Forfeits 

362,478,300 

14,437,307 

61,097,700 

423,576,000 

14,437,307 

429,294,679 

2,487,728 

5,718,679 

(11,949,579) 

N10 

Nil 

Total revenue from non-exchange 
transactions 

512,919,606 

61,097,700 

574,017,306 

580,723,429 

6,706,123 


Total revenue from exchange 
Transactions' 

'Total revenue from non¬ 
exchange transactions' 

45,035,163 

512,919,606 

(410) 

61,097,700 

45,034,753 

574,017,306 

44,738,372 

580,723,429 

(296,381) 

6,706,123 


Total revenue 

557,954,769 

61,097,290 

619,052,059 

625,461,801 

6,409,742 


Expenditure 

Personnel 

Remuneration of councillors 
Depreciation and amortisation 
Finance costs 

Lease rentals on operating lease 
Debt impairment 

Collection costs 

Repairs and maintenance 

Contracted Services 

Transfers and Subsidies 
Impairmerment of investments 
General Expenses 

(163,898,963) 

(24,099,079) 

(90,000,000) 

(1,725,375) 

(19,200,000) 

(30,000,000) 

(72,748,417) 

(79,837,620) 

(4,000,000) 

(98,737,663) 

(20,230,016) 

(7,147,317) 

44,648,886 

(599,144) 

7,413,275 

(39,123,649) 

7,278,926 

(1,500,000) 

(7,389,856) 

(184,128,979) 

(31,246,396) 

(45,351,114) 

(1,725,375) 

(19,799,144) 

(22,586,725) 

(111,872,066) 

(72,558,694) 

(5,500,000) 

(106,127,519) 

(165,595,162) 

(31,842,800) 

(113,993,285) 

(1,212,774) 

(17,009,045) 

(63,882,655) 

(742,235) 

(96,847,088) 

(50,758,060) 

(8,086,807) 

(243,169,120) 

(105,428,907) 

18,533,817 

(596,404) 

(68,642,171) 

512,601 

2,790,099 

(41,295,930) 

(742,235) 

15,024,978 

21,800,634 

(2,586,807) 

(243,169,120) 

698,612 

N12 

N13 

N14 

N15 

N16 

N17 

N18 

N19 

N20 







N21 

Total expenditure 

(584,247,117) 

(16,648,895) 

(600,896,012) 

(898,567,938) 

(297,671,926) 


Operating deficit 

Loss on non-current assets held 
for sale or disposal groups 

557,954,769 

(584,247,117) 

(26,292,348) 

61,097,290 

(16,648,895) 

44,448,395 

619,052,059 625,461,801 
(600,896,012) (898,567,938) 
18,156,047(273,106,137) 

-(205,856) 

6,409,742 

(297,671,926) 

(291,262,184) 

(205,856) 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 
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Budget on Accrual Basis 
Figures in Rand 


Deficit before taxation 


(26,292,348) 

(26,292,348) 


44,448,395 

44,448,395 


18,156,047 

18,156,047 

18,156,047 


(273,106,137) 

(205,856) 

(273,311,993) 


(291,262,184) 

(205,856) 

(291,468,040) 

(291,468,040) 


Surplus/ (Deficit) for the period (26,292,348) 44,448,395 


(273,311,993) 


Actual Amount on Comparable (26,292,348) 44,448,395 18,156,047 (273,311,993) (291,468,040) 

Basis as Presented in the Budget 
and Actual Comparative Statement 


N1 - The billing for service charges include interest on late payments on refuse charges. 

N2 Non functional of properties earmarked for revenue collection / resistance by customers to utilise the properties being rented 

N3 - The construction of Praktiseer Licensing services resulted in an under collection of licenses and permits. 

N4 - Resistance by customers to pay for levied rates and 
taxes 

N5 - The variance emanates from sale of tender documents which was over budgeted for during the year 

N6 The projected interest on investment was based on the current investments made at VBS that yield a high rate of return. 
Though the investments are uncertain to be recoverable accrued interest was accounted for. 

N7 - Included in Licenses and permits is commission earned as a result of third party collection. 

N8 - The new valuation roll included new properties that were exempted from being levied. 

N9 - Less or no customers were defaulted from paying of rates. 

N10 - There was an approved rollover for MIG which was included in grants and subsidies. 

Nil - Resistance of defaulters to pay for traffic fines. 

N12 - The budgeted amount for salary parity which was not implemented during the year. 

N13 - Less than 10 %. 

N14 The asset register included additional assets and the overall budget for depreciation was understated 
N15- The variance emanates from the interest changed on late payments during the year. 

N16 - Less than 10%. 

N17 - Less than 10% 

N18 - The variance emanates from the Regravelling of roads which was over budgeted. 

N19 - The variance emanates from the contracted services for refuse removal which was over budgeted. 

N20 The variance emanates from high percentage of indigents currently being serviced. The budget in this regard was understated. 

N21 - Less than 10% 

The accounting policies on page 16 and the notes on pages 39 to 81 form an integral part of the annual financial statements. 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Accounting Policies 


1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting Practice (GRAP), issued 
by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management Act (Act 56 of 2003). 


These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost convention as the 
basis of measurement, unless specified otherwise. They are presented in South African Rand. 


Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by a Standard of GRAP. 


A summary of the significant accounting policies, which have been consistently applied in the preparation of these annual financial statements, are 
disclosed below. 

1.1 Presentation currency 

These annual financial statements are presented in South African Rand, which is the functional currency of the entity. 

1.2 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the amounts represented in the 
annual financial statements and related disclosures. Use of available information and the application of judgement are inherent in the formation of 
estimates. Actual results in the future could differ from these estimates which may be material to the annual financial statements. Significant 
judgements include: 


Trade receivables 

The municipality assesses its trade receivables, for impairment at the end of each reporting period. In determining whether an impairment loss should 
be recorded in surplus or deficit, the municipality makes judgements as to whether there is observable data indicating a measurable decrease in the 
estimated future cash flows from a financial asset. 


Traffic Debtors 

The traffic fines will be impaired when the probability of collecting the outstanding amount is uncertain. The traffic fine shall be assess "in each 
reporting period" individually to determine the recoverability rate of the amount collected and thereafter determine percentage for provision to be 
made based on the calculation recoverability rate. The provision for doubtful debts on traffic fines will be informed by the recoverability rate. 


Impairment of Consumer and other receivables 
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Fetakgomo Tubatse Local Municipality 

(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Accounting Policies 


1.2 Significant judgements and sources of estimation uncertainty (continued) 

The calculation in respect of the impairment of debtors is based on the municipality's approved policy on calculation of doubtful debts. In accordance 
with GRAP 104 (Financial Instruments), an objective assessment of financial assets is made at year end to determine possible impairment. 
Impairment loss is recognised as an expense in the Statement of Financial Performance. The determination of the impairment loss is guided by the 
following principles as per GRAP 104.The municipality assesses financial assets individually, when assets are individually significant, and individually 
or collectively for financial assets that are not individually significant. (Individual Debtors' balances that constitute at least 5 percent of the total 
debtor’s book are considered to be individually significant by the municipality). 


Where no objective evidence of impairment exists for an individually assessed asset (whether individually significant or not), the municipality includes 
the assets in a group of financial assets with similar credit risk characteristics and collectively assesses them for impairment. 


Assets that are individually assessed for impairment and for which an impairment loss is or continues to be recognised, are not included in the 
collective assessment of impairment. As soon as information becomes available that specifically identifies losses on individually impaired assets in a 
group (that are collectively assessed for impairment), those assets are removed from the group and assessed individually for impairment. 


For collective assessment of impairment, as indicated above, assets with similar credit risk characteristics are grouped together. The credit risk 
characteristics should be indicative of the debtors? Ability to pay all amounts due according to the contractual terms. 


The method used in determining the group of assets to be assessed for impairment, is a grading process that considers the: 

-Debtor type 

-Industry 

-Past due status (e.g. days/months that the accounts are in arrears); 


Consumer debtors are evaluated at the end of the reporting date and impaired as follows: 

Debtor type Percentage of debt provided for as irrecoverable 


Negative amounts 0% 

Current balances 0% 

30 to 90 days 50% 

More than 90 days 100% 

Business and Industrial - always pay 0% 

Mines - always pay 0% 

Indigent Debtors 100% 

Municipal 0% 

Handed over 100% 


Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of these estimates of 
provisions are included in note 18. 

The cost of defined benefit pension contribution plans and other employment medical benefits is determined using actuarial valuations. 


The actuarial valuation involves making assumptions about discount rates, expected rates of return on assets, future salary increases, mortality rates 
and future pension increases. Due to the long-term nature of these plans, such estimates are subject to significant uncertainty. Additional information 
is disclosed in note 8. 


Classification as investment property 

The municipality has reviewed its property portfolio and determined which items of land and buildings are held to earn rental revenue or for capital 
appreciation. Land and buildings fulfilling these requirements have been classified as investment property, whilst the remainder of the portfolio has 
either been classified as property, plant and equipment or inventory depending on management’s intention in dealing with these properties. 
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(Registration number Lim 476) 

Annual Financial Statements for the year ended June 30, 2018 

Accounting Policies 


1.2 Significant judgements and sources of estimation uncertainty (continued) 

Depreciation and carrying value of items of property, plant and equipment 

The estimation of the useful lives of assets is based on management's judgment. Management considers the impact of technology, availability of 
capital funding, service requirements, and required return on assets to determine the optimum useful life expectation, where appropriate. The 
estimation of residual values of assets is also based on management's judgment whether the assets will be sold or used to the end of their useful 
lives, and what their condition will be at that time. 


1.3 Investment property 

Investment property is initially recognised at cost. Transaction costs are capitalised to the initial cost. 

Subsequent to initial measurement investment property is measured at fair value. 

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 

The fair value of investment property reflects estimated market conditions at the reporting date whilst provisional amounts reflect the amounts 
determined using a reasonable basis such as a valuation roll. 

Once the entity becomes able to measure reliably the fair value of an investment property under construction that has previously been measured at 
cost, it measures that property at its fair value. Once construction of that property is complete, it is presumed that fair value can be measured reliably. 
If this is not the case, the property is accounted for using the cost model in accordance with the accounting policy on Property, plant and equipment. 


Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit when the compensation 
becomes receivable. 


Fair value 

Subsequent to initial measurement investment property is measured at fair value. 

The fair value of investment property reflects market conditions at the reporting date. 

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 

The fair value of investment property reflects estimated market conditions at the reporting date whilst provisional amounts reflect the amounts 
determined using a reasonable basis such as a valuation roll. 

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the production or supply of goods oi 
services, rental to others, or for administrative purposes, and are expected to be used during more than one period. 


The cost of an item of property, plant and equipment is recognised as an asset when: 

•it is probable that future economic benefits or service potential associated with the item will flow to the entity; and 
•the cost of the item can be measured reliably. 


Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the location and condition 
necessary for it to be capable of operating in the manner intended by management. Trade discounts and rebates are deducted in arriving at the cost. 


Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 
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1.4 Property, plant and equipment (continued) 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary and 
non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired item's fair value was not determinable, it's deemed 
cost is the carrying amount of the asset(s) given up. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as items (major components) 
of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred subsequently to add to, replace 
part of, or service it. If a replacement cost is recognised in the carrying amount of an item of property, plant and equipment, the carrying amount of the 
replaced part is derecognised. 


The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also included in the cost of property, 
plant and equipment, where the entity is obligated to incur such expenditure, and where the obligation arises as a result of acquiring the asset or using it 
for purposes other than the production of inventories. 


Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location and condition necessary 
for it to be capable of operating in the manner intended by management. 

Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of property, plant and equipment. 


Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the recognition criteria above 
are included as a replacement in the cost of the item of property, plant and equipment. Any remaining inspection costs from the previous inspection are 
derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated residual value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item Depreciation method Average useful life 


Land 

Straight line 

Indefinite 

Buildings 

Straight line 

30 

Emergency equipment 

Straight line 

5-10 

Refuse Tankers 

Straight line 

5-10 

Furniture and fixtures 

Straight line 

5-10 

Motor vehicles 

Straight line 

7-10 

Office equipment 

Straight line 

5-7 

IT equipment 

Straight line 

5 

Infrastructure 

Straight line 

5-200 

•Roads and stormwater 


5-150 

•Refuse 


20-50 

•Buildings 


20-100 

•Recreational facilities 


20-30 

•Security 


5-10 

•Flails 


20-30 

•Libraries 


20-30 

•Parks and gardens 


15-20 

•Other assets 


15-30 
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1.4 Property, plant and equipment (continued) 

Other property, plant and equipment 

•Specialist vehicles 

•Other vehicles 

•Office furniture 

•Furniture and fittings 

•Watercraft 

•Bins and containers 

•Specialist plant and equipment 

•Other plant and equipment 

•Landfill sites 

•Quarries 

•Emergency equipment 
•Computer equipment 


Straight line 2-100 

10-35 

5-30 

3-15 

5-20 

15-30 

5-15 

5-35 

2- 25 
20-100 
20-100 
5-25 

3- 15 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If the expectations differ from 
previous estimates, the change is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless expectations differ from the 
previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is depreciated separately. 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of another asset. 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic benefits or service potential 
expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when the item is derecognised. 
The gain or loss arising from the derecognition of an item of property, plant and equipment is determined as the difference between the net disposal 
proceeds, if any, and the carrying amount of the item. 


Assets which the entity holds for rentals to others and subsequently routinely sell as part of the ordinary course of activities, are transferred to inventories 
when the rentals end and the assets are available-for-sale. Proceeds from sales of these assets are recognised as revenue. All cash flows on these 
assets are included in cash flows from operating activities in the cash flow statement. 


1.5 Intangible assets 

An asset is identifiable if it either: 

•is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged, either individually or 
together with a related contract, identifiable assets or liability, regardless of whether the entity intends to do so; or 

•arises from binding arrangements (including rights from contracts), regardless of whether those rights are transferable or separable from the entity or 
from other rights and obligations. 


A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in the form of a contract. 


An intangible asset is recognised when: 

•it is probable that the expected future economic benefits or service potential that are attributable to the asset will flow to the entity; and 
•the cost or fair value of the asset can be measured reliably. 


The entity assesses the probability of expected future economic benefits or service potential using reasonable and supportable assumptions that 
represent management’s best estimate of the set of economic conditions that will exist over the useful life other asset. 


Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured at its fair value as at that 
date. 
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1.5 Intangible assets (continued) 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 
•it is technically feasible to complete the asset so that it will be available for use or sale. 

•there is an intention to complete and use or sell it. 

•there is an ability to use or sell it. 

•it will generate probable future economic benefits or service potential. 

•there are available technical, financial and other resources to complete the development and to use or sell the asset, 
•the expenditure attributable to the asset during its development can be measured reliably. 


Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable limit to the period over which 
the asset is expected to generate net cash inflows or service potential. Amortisation is not provided for these intangible assets, but they are tested for 
impairment annually and whenever there is an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a 
straight line basis over their useful life. 


The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that the asset may be impaired. 
As a result the asset is tested for impairment and the remaining carrying amount is amortised over its useful life. 


Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as intangible assets. 

Internally generated goodwill is not recognised as an intangible asset. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful life 

Computer software, internally generated 3-10 years 

1.6 Heritage assets 

Fleritage assets are not depreciated, as their long economic life and high residual value mean that any depreciation would be immaterial. 

Fleritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance and are held 
indefinitely for the benefit of present and future generations. 

An inalienable item is an asset that a municipality is required by law or otherwise to retain indefinitely and cannot be disposed of without consent. 

Fleritage assets are measured at cost. 

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of acquisition. 

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses. 

Impairment 

The municipality assess at each reporting date whether there is an indication that it may be impaired. If any such indication exists, the municipality 
estimates the recoverable amount or the recoverable service amount of the heritage asset. 

1.7 Financial instruments 
Classification 
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1.7 Financial instruments (continued) 

The municipality classifies financial assets and financial liabilities into the following categories: 
•Cash and cash equivalents 
•Trade receivables 

•Financial assets measured at amortised cost 


Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initial recognition. Classification 
is re-assessed on an annual basis. 

Initial recognition and measurement 

Financial instruments are initially recognised at fair value including any transactions costs. 

Subsequent measurement 

Financial instruments at fair value through surplus or deficit are subsequently measured at fair value, with gains and losses arising from changes in 
fair value being included in surplus or deficit for the period. 

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method. 

Impairment of financial assets 

At each end of the reporting period the municipality assesses all financial assets, other than those at fair value through surplus or deficit, to determine 
whether there is objective evidence that a financial asset or group of financial assets has been impaired. 


For amounts due to the municipality, significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy and default of 
payments are all considered indicators of impairment. 

Impairment losses are recognised in surplus or deficit. 

Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related objectively to an event occurring after the 
impairment was recognised, subject to the restriction that the carrying amount of the financial asset at the date that the impairment is reversed shall 
not exceed what the carrying amount would have been had the impairment not been recognised. 


Reversals of impairment losses are recognised in surplus or deficit except for equity investments classified as available-for-sale. 


Financial assets impaired through use of an allowance account are recognised in surplus or deficit within operating expenses, when such assets are 
written off, the write off is made against the relevant allowance account. Subsequent recoveries of amounts previously written off are credited against 
operating expenses. 

Financial instruments designated as at fair value through surplus or deficit 

All financial instruments are initially measured at fair value. The financial instruments are subsequently recognised at fair value through profit and loss. 


Consumer Debtors 
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